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EXECUTIVE   SUMMARY 

The  1991  legislature  will  be  faced  with  two  main  issues  concerning  the 
Department  of  Fish,  Wildlife,  and  Parks'  General  License  Account:  1)  a 
declining  fund  balance;  and  2)  a  federal  requirement  redirecting  the  interest 
income  earned  by  hunting  and  fishing  license  accounts  from  the  general  fund 
to  the  department. 

Fund    Balance 

If  the  legislature  approves  the  department's  budget  request  for  the 
1993  biennium,  the  department  projects  a  deficit  in  its  General  License 
Account  by  fiscal  1992.  However,  if  the  legislature  does  not  fund  the 
department's  requested  program  expansions  and  maintains  spending  at 
current  levels  (with  adjustments  for  inflation  and  pay  increases),  the 
accovmt    will    remain    solvent    through    the    1995    biennium.  The    report 

presents  projected  fund  balances  for  the  account  at  three  different  spending 
levels . 

The  potential  General  License  Account  deficit  exists  because  in  recent 
years:  1)  the  number  of  licenses  sold  has  remained  relatively  constant;  2) 
license  fee  increases  have  been  earmarked  to  new  programs;  and  3) 
expenditures  have  increased  faster  than  revenues  due  primarily  to 
construction  of  new  headquarters,  upgrading  of  fish  hatcheries  and  program 
expansions . 

In  the  next  two  biennia,  three  factors  will  improve  the  accoiuit's 
financial  position:  1)  debt  service  payments  for  existing  bonds  are 
declining  and  will  end  in  fiscal  1995;  2)  federal  regtdations  require  interest 
on  the  account  be  redirected  from  the  state  general  fund  to  the  department; 


and  3)  certain  license  revenue  currently  earmarked  for  the  wildlife  habitat 
program  wlU  revert  to  the  General  License  Account  in  fiscal  1995. 

If  spending  is  maintained  at  current  levels,  these  factors  and  the 
account's  balance  will  be  sufficient  to  fiuid  the  department's  current  level, 
inflationary  increases,   and  pay  plan  through  the   1995  biennium. 

If,  however,  the  legislature  wants  to  fund  program  expansion, 
increased  revenue  will  be  necessary.  This  report  presents  several  options 
for  increasing  revenue  to  the  account,  including  increasing  fees/quotas  and 
de- earmarking  license  fees  which  now  go  to  other  state  special  accounts  for 
special  programs. 

Table  1  is  a  summary  of  the  options  presented  in  the  report  and  their 
annual  fiscal  impacts  on   the  General  License  Accoiuit. 
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TABLE    1 

Declining   General    License   Account 

Balance 

Summary   of  Options 

De- earmarking                                                                                                                | 

1. 

De- earmark  the  Wildlife  Habitat  Account 

-  redirect  entire  earmarking 

$2,880,000 

3. 

De- earmark  the  Fishing  Access  Account 

-  acquisition  portion 

$300,000 

-   redirect  entire  fund 

$401,000 

4. 

De- earmark  the  Upland  Game   Bird  and 

River  Restoration  Accounts 

$732,000 

Revert  Fund  Balances                                                                                                 | 

1. 

Non- Expendable  Real  Property  Trust  Account 

$2,200,000 

2. 

Habitat  Trust  Interest  Account 

$92,000 

3. 

Fishing  Access  Site  Account 

$291,000 

4. 

Upland  Game  Bird  and  River 
Restoration  Accounts 

$241,000 

Revenue  Increases                                                                                                        | 

1. 

Nonresident  Elk  Combination  License 

-  increase  sales  by  1,200  ($350) 

$420,000 

-  increase  price  from  $450  to  $462   (80%  to  GLA) 

$163,000 

2. 

Nonresident  Deer  Combination  License 

-  increase  price  from  $200  to  $238  (80%  to  GLA) 

$182,000 

3. 

Increase  Resident  Fishing  License  $1.00 

$115,000 

4. 

Increase  Nonresident  2 -Day  Fishing  License  $1.00 

$81,000 

5. 

Increase  Resident  Deer  "A"  License  $1.00 

$101,000 

6. 

Increase  Resident  Elk  $1.00 

$13,000 

The  department's  projections  of  ending  fund  balances  for  the  General 
License  Account  are  more  pessimistic  than  those  contained  in  this  report. 
The  reasons  for  these  differences  are: 

1)  i7.  Million  Reserve.  The  department  feels  that  it  is  important  to 
maintain   a   $2    million    balance   in    the   account,    due    to    cash   flow   patterns 


associated  with  license  sales.      So,    it  calls  any  fund  balance  less  than  $2 
million  a  deficit. 

2)  Low  Point.  Due  to  the  license  sale  cycle,  the  General  License 
Account's  balance  is  lowest  in  February.  The  department's  projections 
reflect  this  low  point,  rather  than  fiscal  year  end.  Under  current  law,  the 
department  can  receive  an  interentity  loan  to  solve  cash  flow  problems  within 
a  fiscal  year.  This  report  uses  fiscal  year  end  balances,  the  traditional 
point  at  which  to  measure  an  account's  solvency. 

3)  Unrecognized  Revenue.  The  department  did  not  include  in  its 
estimates  the  revenues  it  will  receive  if  interest  earnings  are  retained  In  the 
account  and  when  earmarking  for  wildlife  habitat  ends. 

4)  Continued  Funding  of  "One-Time  Only"  Programs.  Included  in  the 
department's  budget  request  for  the  1993  biennium  are  program  expansions 
(budget  modifications)  totalling  $4.2  million  and  19.68  FTE.  Of  this  amount, 
$2.1  million  and  10.9  FTE  are  for  currently  operating  programs  that  the  1989 
legislature  approved  for  the  1991  biennium  but  stipulated  were  not  to  be 
included  in  the  department's  current  level  request  for  the  1993  biennium. 
Since  the  1989  legislature  required  the  department  to  submit  these  "one-time 
only"  programs  as  budget  modifications  if  it  wanted  to  continue  them  into 
the  1993  biennium,  this  report  counts  these  programs  as  budget 
modifications.  In  the  department's  1993  budget  request,  $1.1  million  of 
these  "one-time  only"  programs  would  be  funded  from  the  General  License 
Account.  The  department's  projections  assume  that  the  legislature  will 
continue  to  fund  these  programs  during  the  1993  and  1995  biennia. 

Interest 

The  second  issue  the  legislature  will  be  asked  to  consider  concerns 
the  interest  being  earned  on  the  department's  accounts. 
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Currently,  the  general  fiuid  receives  the  interest  from  the  hunting 
and  fishing  license  accounts.  Under  new  federal  regulations,  beginning  in 
May  1992,  interest  on  eight  hunting  and  fishing  license  accounts  must  be 
retained  by  the  department  for  use  on  fish  and  wildlife  management  in  order 
to  continue  receiving  federal  funds.  This  change  will  decrease  general  f\ind 
revenues  by  $250,000  per  year,  increasing  the  department's  accounts  by  a 
like  amount. 


INTRODUCTION 
Problem   Statement 

From  fiscal  1987  to  fiscal  1990,  the  department  expended  more  General 
License  Account  revenue  than  it  received.  This  report  addresses  the 
following  questions:  1)  Is  this  trend  likely  to  continue?  2)  If  so,  what  is 
the  impact  on  a  account  balance?  3)  What  options  does  the  legislature  have 
to  reverse  the  declining  fund  balance?  This  report  presents  the  financial 
status  of  the  General  License  Account,  projects  the  fund's  ending  balance 
in  the  account  at  three  different  spending  levels  and  details  issues  facing 
the  1991  legislature. 

Report   Structure 

To  give  the  committee  a  general  perspective,  a  brief  overview  of  the 
department's  total  expenditures  and  the  funding  sources  for  its  programs  is 
presented.  The  next  section  discusses  the  General  License  Account  funding 
sources,  revenue,  expenditures  and  ending  fund  balance  projections. 
Possible  options  for  legislative  consideration  to  address  the  potential 
declining  fund  balance  are  also  presented.  The  last  section  analyzes  the 
impact  of  a  federal  requirement  that  license  interest  be  deposited  into  the 
department's  account  rather  than  the  general  fund,  beginning  in  1992.  The 
report  concludes  with  possible  issues  facing  the  1991  legislature. 

DEPARTMENT   OVERVIEW 

The  Department  of  Fish,  Wildlife  and  Parks'  objectives,  as  defined  in 
statute,  are  to  preserve,  protect,  enhance,  and  maintain  Montana's  wildlife 
and  its  habitat  for  present  and  future  generations.  It  is  also  the 
department's  responsibility  to  provide  resources  of  the  state  for  the  use  and 
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enjoyment  of  the  people.  The  department's  statewide  responsibility  in 
wildlife  and  habitat  preservation  dates  back  to  the  appointment  of  a  state 
game  warden  in  1901.  The  major  park  and  recreation  responsibilities  were 
transferred  to  the  department  by  legislative  action  in  1965.  The 
department's  operations  are  divided  into  eight  regions  statewide.  The 
Montana  Fish  and  Game  Commission  provides  policy  direction  to  the 
department  in  resource  management,  hunting  and  fishing  seasons,  and  use 
of  department  owned  or  controlled  land. 


Funding 


FIGURE  1 
Funding  Sources 
Fiscal  1980  -  1990 
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The  majority  of  funding  for 
the  department  comes  from  the  sale 
of     licenses     and     permits.  The 

second  major  source  is  from  federal 
funds  generated  by  excise  taxes 
levied  on  hunting  and  fishing 
equipment.  Other  funding  sources 
include  interest  earnings,  sale  of 
merchandise      and      property,      and 


fines.  As  shown  in  Figure  1,  federal  funds  as  a  percent  of  the 
department's  total  budget  declined  from  42  percent  in  1980  to  19  percent  in 
1985.  In  1986,  federal  legislation  increased  federal  funds  to  the  states, 
raising  it  to  approximately  23  percent  in  recent  years.  However,  in  fiscal 
1990  the  percentage  jumped  to  32  percent  due  primarily  to  increased  Dingell- 
Johnson  funds. 

The  largest  source  of  federal  funds  received  by  the  department  is 
from  the  U.S.  Fish  and  Wildlife  Service.  This  money  comes  from  Pittman- 
Robertson  funds  (generated  by  an  11  percent  federal  excise  tax  on  sporting 
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firearms  and  aminiinltlon)  and  Din^ell- Johnson  funds  (generated  by  a  10 
percent  federal  excise  tax  on  fishing  equipment,  motorboat  fuel  taxes,  and 
import  duties  on  yachts  and  fishing  equipment).  The  money  from  these  two 
sources  must  be  used  for  fish  and  wildlife  restoration  and  management 
projects  and  is  available  on  a  75  percent  federal/25  percent  state  matching 
basis.  The  amount  received  by  the  department  from  these  two  sources  since 
fiscal  1985  is  shown  in  Table  2. 


TABLE    2 

Federal 

Fish 

and    Wildlife 

Funds 

Received 

by 

Montana   (Millions) 

Percent  of 

Pittman- 

Total 

Fiscal  Year 

Dingell- Johnson 

Robertson 

Total 

Budget 

1985 

$0.53 

$1.83 

$2.36 

19% 

1986 

1.43 

3.08 

4.51 

25 

1987 

1.85 

2.10 

3.95 

23 

1988 

2.52 

1.18 

3.70 

20 

1989 

2.14 

2.23 

4.37 

23 

1990 

4.12 

2.47 

6.59 

32 

FIGURE  2 

Expenditures 

Fiscal  1980  -  1990 
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FIffure  2  shows  total 
departmental  expenditures 
(excluding  capital  outlay  which  is 
discussed  in  detail  later)  have 
increased  from  approximately  $15.4 
million  in  1980  to  approximately 
$28.4  million  in  1990.  The  largest 
share  of  total  departmental 
expenditures        is        for       personal 

services,    followed  by  operating  expenses.      Total  department  expenditures 

increased  at  an  average  annual  rate  of  6.07  percent  from  fiscal  1985  to  1990. 

This  compares  to  an  annual  inflation   rate  of  4.2   percent  during  the   same 

period.      As   detailed   on  page    18,    the  growth  in   General  License   Account 

expenditures  is  less  than  the  growth  in  total  departmental  expenditures. 
Excluding    the    capital    outlay 

program,      the     program     with     the 

greatest  expenditures  is  the  Wildlife 

Program,     followed    closely    by    the 

Fisheries      and      Law      Enforcement 

programs.       Together,    these    three 

program  comprised  nearly  53  percent 

of         the         total         department's 

expenditures   in  fiscal   1990   (Figure 

3). 

Table   3   shows   each   program's   funding   source   and   expenditures   in 

fiscal  1990. 


FIGURE  3 

Program  Expenditure  Shares 

Fiscal  1990 
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TABLE   3 
ram    Funding   -   Fiscal 
(Millions) 

1990 

Program 

General 
License 
Accovmt             Federal 

other 

Total 

Management  Services 

$1.56 

$.31 

$1.90 

$3.77 

Field  Services 

2.28 

.22 

.20 

2.70 

Fisheries 

2.40 

3.01 

.05 

5.46 

Law  Enforcement 

3.58 

.19 

.47 

4.24 

Wildlife 

2.36 

2.78 

.34 

5.48 

Parks 

.45 

.29 

2.74 

3.48 

Capital  Outlay 

1.34 

1.43 

3.55 

6.32 

Conservation  Ed. 

1.14 

.003 

.217 

1.36 

Administration 

1.53 

.42 

0 

1.95 

Programs 

There  are  nine  programs  within  the  department. 

The  Management  Services  Projarram  handles  all  department  finances  and 
accounting,  personnel  matters,  planning,  budget  development  and  allocation, 
federal  aid  coordination  and  provides  administrative  and  special  project 
assistance. 

The  Field  Services  Pmfpmm  provides  support  to  the  department  and 
its  field  offices.  Support  functions  include  administration  of  the  game 
damage  program;  design  and  monitoring  of  construction  projects;  land 
transfers,  purchases  and  tax  payments;  administration  of  the 
landowner/sportsman  relation  program;  general  and  special  licensing;  data 
processing;  and  computer  support. 
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The  Fisheries  Pmff^.m  is  responsible  for  preserving  and  perpetuating 
all  aquatic  species  and  their  ecosystems  to  meet  the  public  demand  for  fish 
in  state  waters.  Components  of  this  program  include  stream  protection, 
stream  access,   hatcheries,  and  lake  and  reservoir  management. 

The  Law  Enforcement  Profipram  is  responsible  to  ensuring  compliance 
with  laws  and  regulations  pertaining  to  fish  and  wildlife  protection, 
enhancement,  and  harvest.  In  addition,  this  program  enforces  park  fee 
requirements  and  regulations. 

The  W'^^^'^**  Prnffram  is  responsible  for  management  of  all  native 
wildlife  species  within  the  state.  Types  of  activities  include  game  animals, 
threatened  and  endangered  species  programs,  wildlife  habitat  efforts, 
hunting  and  trapping  seasons,  regtilations  and  wildlife  research,  and 
technical  services. 

The  Parks  Program  is  responsible  for  all  state  parks,  monuments, 
recreation  areas,  the  state  snowmobile  and  boating  programs,  and 
maintenance  of  fishing  access  sites. 

The  Capital  Outlay  Program  handles  funding  from  bond  proceeds,  state 
special  revenue  and  federal  special  revenue  for  such  capital  projects  as  land 
acqmsition,  hatchery  construction,  habitat  enhancement,  park  development 
and  river  restoration. 

The  Conservation  Education  Prngram  provides  public  information  on 
seasons,  parks,  licenses  and  hunting  and  fishing  regulations.  In  addition, 
it  handles  the  snowmobUing  and  boat  safety  programs  as  well  as  the  youth 
education  and  hunter  safety  programs. 

The  Administration  Program  provides  overall  direction  for  poUcy  and 
program  development  and  implementation  within  the  eight  administrative 
regions  of  the  state.  It  also  coordinates  interaction  with  Indian  tribes  on 
fish,    wildlife    and    recreationjd    issues.       The    program    includes    the    legal 
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counsel   unit   and   the   program   to   provide   liaison   with   state,    federal   and 
private  entitles  on  natural  resource  issues. 

The  General  License  Account  is  the  primary  funding  source  for  most 
of  the  programs.  The  following  sections  analyze  the  General  License 
Account's  funding  sources,  expenditures  and  ending  fund  balances  under 
three  different  scenarios. 

GENERAL    LICENSE   ACCOUNT 
Funding   Sources 


FIGURE  4 
General  License  Account 

Funding  Sources 
Fiscal  1985-1990  Average 


The  General  License  Account's 
primary  revenue  source  is 
collections  from  the  sale  of  hunting 
and  fishing  licenses.  As  shown  in 
Figure  4,  the  sale  of  hunting  and 
fishing  licenses  and  other  permits 
provides  approximately  97  percent  of 
the        General        License        Account 


revenue.  The  other  3  percent  includes  revenue  from  the  sale  of  illegally 
harvested  game,  subscriptions  to  Montana  Outdoors,  sale  of  property  and 
merchandise,  camping  fees  at  fishing  access  sites,  and  other  fees  and 
charges . 


12 


FIGURE  5 
General  License  Account  Receipts 
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Since  fiscal  1985,  the  annual 
hunting  and  fishing  license  revenue 
deposited  into  the  General  License 
Account  has  averaged  $15.35  million, 
with  little  variation,  as  Figure  5 
shows.  General  License  Account 
revenues  have  been  relatively  stable 
during  this  period  for  three 
reasons:  1)      the     number     of 

licenses  sold  has  remained  relatively  constant;  2)  the  portion  of  each 
hunting  and  fishing  license  fee  allocated  to  the  General  License  Account  has 
not  changed;  and  3)  there  have  been  no  license  fee  increases  for  general 
operations  since  1985.  Although  license  fees  have  increased,  the  revenue 
generated  by  the  increases  has  been  earmarked  for  special  programs.  In 
fiscal  1990,  21  percent  or  $4.15  million  of  the  $19.49  million  collected  from 
license  sales  was  deposited  into  special  earmarked  accounts  for  these 
programs. 


License    Revenue 

Licenses  are  required  to  hunt  or  fish  in  Montana.  The  cost  of 
hunting  or  fishing  licenses  depends  upon:  1)  the  specie  hunted  or  fished; 
2)  resident  or  nonresident  status  of  the  purchaser;  and  3)  in  the  case  of 
residents,  the  individual's  age  or  physical  handicap.  The  cost  of  hunting 
and  fishing  licenses  vary  from  $1,000  for  a  nonresident  buffalo  hunting 
license  to  $2.00  for  a  conservation  license,  which  permits  a  resident  senior 
citizen  or  handicapped  individual  to  fish  or  hunt  game  birds  without 
purchasing  the  individual  licenses. 
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Table  4  details  the  various  licenses,  the  cost  of  each  license,  the 
number  of  licenses  sold  in  the  1989  licensing  year  (fiscal  1990),  and  the 
percentage  of  each  fee  and  total  amounts  directed  to  the  General  License 
Account  (GLA).  The  department's  license  year  runs  from  the  first  of  March 
through  the  end  of  February. 
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TABLE 

4 

License 

Sales   and    Revenue 

1989   License 

Year 

License 
Cost 
r  SI 

GLA 
Licenses              Share 
Sold                   (  p^.inded 

Zl 

GLA 
Receipts 

($1 

Waterfowl 

stamp 

5.00 

14,646 

0'/. 

0 

Conservat 

ion     Stamp 

2.00 

378,147 

100 

756,294 

Archery 

License 

7.00 

21,003 

100 

147,021 

Drawing 

Fees                               "" 

2.00 

206,056 

100 

412,112 

MR     Mountain      Lion 

320.00 

98 

94 

29,400 

NR      Deer 

Combination 

200.00 

6,000 

0 

0 

2-Day     NR 

Fishing 

8.00 

137,190 

88 

960,330 

NR      Mt. 

Sheep 

J20.00 

113 

94 

33,900 

NR     Paddlefish     Tag 

10.00 

1,174 

100 

1 1 , 740 

NR     Mountain     Goat 

320.00 

15 

94 

4,500 

NR      Upland     Bird 

53.00 

4,563 

57 

136,890 

NR     Deer 

A      Tag» 

150.00 

0 

100 

0 

NR     Wild 

Turkey     Tag 

13.00 

1,631 

23 

4,893 

NR     Deer 

B     Tag 

50.00 

4,214 

100 

210,700 

NR     Deer 

B,      Mule 

25.00 

3,991 

100 

99,775 

NR     Grizz 

ly     Bear 

300.00 

6 

100 

1,800 

NR     Elk 

Combination 

^50.00 

17,000 

78 

5,950,000 

NR     Buffalo 

1,000.00 

0 

100 

0 

NR     Moose 

320.00 

18 

94 

5,400 

Nonreslde 

nt     Fishing 

35.00 

22,062 

86 

661,860 

NR     Black 

Bear 

120.00 

1,053 

83 

105,300 

NR      2nd 

Antelope 

25.00 

5,479 

100 

136,975 

NR      Antelope 

120.00 

6,920 

83 

692,000 

Resident 

Antelope 

6.00 

54,716 

100 

328,296 

Resident 

Paddlefish     Tag 

3.00 

3,072 

100 

9,216 

Resident 

Deer     B     Tag 

6.00 

36,919 

100 

221,514 

Resident 

Deer     B,      Mule 

6.00 

11,503 

100 

69,018 

Resident 

Moose 

50.00 

694 

100 

34 , 700 

Resident 

Grizzly     Bear 

50.00 

108 

100 

5,400 

Resident 

Mountain     Goat 

50.00 

294 

100 

14,700 

Resident 

Deer      A     Tag 

9.00 

111,579 

100 

1,004,211 

Resident 

Deer     A     Tag     SY«D» 

4.50 

22,740 

100 

113,700 

Resident 

Mt .      Sheep 

50.00 

596 

100 

29,800 

Resident 

Wild     Turkey     Tag 

3.00 

8,416 

100 

25,248 

Resident 

Buffalo 

200.00 

45 

100 

9,000 

Resident 

Mountain      Lion 

10.00 

1,250 

100 

12,500 

Resident 

Black     Bear     Tag 

8.00 

6,309 

100 

50,472 

Resident 

Elk      Tag 

10.00 

78,571 

100 

785,710 

Resident 

Fishing 

9.00 

148,199 

89 

1,185,592 

Resident 

Upland     Bird 

6.00 

33,359 

67 

133,436 

Resident 

Elk     Tag      SY«D»* 

5.00 

14,723 

100 

73,615 

Resident 

Sportsman ' s 

45.50 

17,546 

79 

631 ,650 

TOTAL 

14,675,192 

»               5 

000     authorized,      lOOX     of 

the      first 

,700      to     the     GLA. 

»«          Senior,      Youth     and     Disabled 

^^^^ 
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Of  the  licenses  and  fees  listed  above,  ten  produced  86.5  percent  of 
the  total  revenue  generated  and  three  produced  54  percent  of  the  total 
revenue.  Table  5  provides  details  on  the  revenue  collected  from  these  ten 
licenses. 


10   Largest 
License 

TABLE    5 

Hunting   and   Fishing 
Revenue   Sources 

License 

1989  License  Year 
GLA  Receipts 

Percentage  of         1 
Total  GLA  Receipts   | 

NR  Elk  Combination 

$5,950,000 

39.4% 

Resident  Fishing 

1,186,936 

7.9 

Resident  Deer  A  Tag 

1,005,732 

6.7 

2 -Day  NR  Fishing 

965,496 

6.4 

Resident  Elk  Tag 

786,030 

5.2 

Conservation  Stamp 

755,468 

5.0 

NR  Antelope 

692,000 

4.6 

Nonresident  Fishing 

662,880 

4.4 

Resident  Sportsman  License 

632,628 

4.2 

Resident  Drawing  Fees 

412,112 

2.7 

Most  of  the  licenses  listed  in  Table  5  have  statutory  constraints  which 
limit  the  growth  of  General  License  Account  revenue.  For  example,  the  sale 
of  nonresident  elk  combination  licenses,  which  produces  39.4  percent  of  the 
revenue,  has  been  limited  by  statute  since  1976  to  17,000  licenses  annually. 
The  license  currently  costs  $450,  $350  of  which  is  allocated  to  the  General 
License  Account.  The  cost  per  license,  the  number  sold,  and  dollar  amount 
allocated  to  this  accotmt  have  not  changed  since  1986  and,  therefore,  income 
to  the  account  has  remained  at  $5,950,000  per  year  since  that  time. 


16 


FIGURE  6 

License  Sales  Trends 

License  Years  1980-1989 
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Sales  of  the  next  top  four 
revenue- producing  licenses  in  Table 
5  have  remained  static  or  trended 
downward  since  the  early  1980's,  as 
shown  in  Figure  6.  Montana's  aging 
population  may  explain  the  16 
percent  decrease  in  resident  fishing 
license  sales  between  1980  and  1989. 
Individuals  over  the  age  of  62  need 
to  purchase  only  a  conservation  license  to  fish  or  hunt  upland  birds. 
Census  information  indicates  that  the  median  age  in  Montana  has  increased 
from  29.0  in  1980  to  32.6  in  1989.  As  a  result,  an  increasing  proportion 
of  Montanans  do  not  need  to  purchase  a  fishing  license. 

Sales  of  nonresident  2 -day  fishing  licenses  were  12  percent  less  in 
license  year  1989  (137,928)  than  they  were  in  1980  (157,307).  A  major 
decline  in  license  sales  occurred  in  1984  and  again  in  1986  when  license  fees 
were  increased.  However,  since  1986  the  nonresident  2 -day  license  sales 
have  trended  slightly  upward. 

Along  with  the  number  of  licenses  sold,  income  generated  from  license 
sales  also  depends  on  the  cost  of  the  licenses.  The  legislature  approved 
various  license  fee  increases  for  license  years  1984,  1985,  1986,  1988  and 
1990.  Increases  are  also  scheduled  for  1991.  Numerous  fee  increases 
occurred  in  1984  for  both  resident  and  nonresident  licenses,  but  the  fee 
increases  in   1986  and   1988  primarily  affected  nonresidents. 

Since  1985,  23  of  the  25  resident  and  nonresident  license  fee  increases 
had  the  additional  revenues  earmarked  for  special  programs  instead  of  for 
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deposit  In  the  General  License  Account.  The  earmarked  revenues  ($4,15 
million  in  fiscal  1990)  must  be  used  for  specificaUy  stated  purposes  and  are 
not  available  to  fund  general  operational  expenditures. 

In  summary,  the  largest  funding  source  for  the  General  License 
Account  is  the  sale  of  licenses  and  permits.  The  sale  of  hunting  and 
fishing  licenses  provides  a  fairly  constant  revenue  flow  for  the  General 
License  Account,  with  slight  fluctuations  each  year  due  to  the  nximber  of 
licenses  sold.  Therefore,  once  license  fees  are  set,  there  is  little  revenue 
change  from  year  to  year.  In  recent  years,  revenue  from  most  license  fee 
increases  has  been  earmarked  for  special  programs  and  not  for  the  General 
License  Account. 


Expenditures 


FIGURE  7 

General  License  Account 
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The     two    major    categories    of 
General  License  Account 

expenditures  for  the  department 
are:  1)  operational  expenditures; 
and  2)  capital  outlay  expenditures 
(cash  and  bonded  debt).  Figure  7 
shows  these  expenditures  by 
category. 


Operat  i  ona 1 

Unlike  revenue,  the  department's  expenditures  funded  from  the  General 
License  Account  have  grown- -from  $12.54  million  in  fiscal  1985  to  $14.90 
million  in  fiscal  1990   (Table  6).      This  is  an  average  annual  growth  of  3.75 
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percent  over  the  five  year  period.     This  compares  with  an  annual  inflation 
rate  of  4.2  during  the  same  period.  •, 

As  discussed  on  page  9,  total  expenditures  for  the  department 
increased  at  a  faster  rate- -an  average  6.07  percent  during  the  period  1985 
through  1990.  The  growth  in  federal  funds  and  earmarked  revenues 
accounted  for  much  of  the  increased  expenditure. 


TABLE   6 
Comparison   of  Total    Expenditures   to   General 
Expenditures   Excluding   Capital   (Million) 

License 

Fiscal 
Year 

Total 
Expenditui 

res 

General  License 
Expenditures 

GLA  %  of 
Total 

1985 

$21.82 

$12.54 

57 

1986 

24.82 

13.70 

55 

1987 

23.37 

12.24 

54 

1988 

25.24 

13.98 

55 

1989 

24.61 

13.86 

56 

1990 

28.44 

14.90 

52 

The  growth  in  expenditures  from  the  General  License  Account  has  been 
primarily  due  to  program  expansion  (budget  modifications)  and  increased 
capital  outlay.  The  1987  legislature  approved  $1.0  million  in  budget 
modifications  for  the  1989  biennium  funded  from  the  General  License 
Account.  The  1989  legislature  approved  37  program  modifications  for  the 
1991  biennium  totaling  $6.8  million,  of  which  $1.2  million  was  funded  from 
the  General  License  Account.  Table  7  shows  the  programs  which  had  the 
greatest  dollar  amount  of  modifications  funded  from  the  General  License 
Account  in  the  1991  biennium. 
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TABLE 

7 

Modifications 

Funded 

with 

GLA 

Funds 

Program 

1990 

GLA  Modifications 

1991 

GLA  Modifications 

Field  Services 

$200,797 

$200,986 

Fisheries 

144,625 

135,029 

Administration 

140,076 

163,702 

Other 

130,844 

96,842 

Total 

$616,342 

$596,559 

In  addition,  the  department  purchased  a  helicopter  for  $323,751  in 
fiscal  1990  from  the  General  License  Account. 

For  the  1993  biennium,  the  department  has  requested  43  budget 
modifications  totaling  $4.2  million  and  19.68  FTE,  $2.8  million  of  which  is  to 
be  funded  by  the  General  License  Account.  These  modifications  include  $2.1 
million  and  10.9  FTE  ($1.1  million  from  the  General  License  Account)  of 
"one-time-only"  programs  the  legislature  specified  could  not  be  included  in 
the  agency's  current  level  base.  Services  funded  by  these  programs  are 
currently  being  provided. 

Capital       Outlay 

As  FigTire  7  indicates,  capital  expenditures  are  a  significant  portion  of 
General  License  Account  expenditures.  The  capital  expenditures  include 
both  cash  expenditures  for  projects  and  acquisitions  as  well  as  debt  service 
on  bonds  which  finance  a  bonded  capital  program  (Table  8). 
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General 

TABLE   8 
License   Account   Capital    Expenditures 

1985 

1986 

1987 

1988 

1989 

1990 

Debt 
Service 

Capital 
Outlay 

Acqui- 
sition 

$5ZZ,000 
319,000 
172,000 

$1,212,000 
362,000 
402,000 

$1,078,000 

2,379,000 

0 

$1,013,000 

976,000 

36,000 

$966,000 

2,006,000 

14,000 

$1,287,000 

1,500,000 

0 

Total 

$1,012,000 

$1,976,000 

$3, 457, 000 

$2,024,000 

$2,986,000 

$2,787,000 

V.     of 
Total 
GLA 

7.5 

12.6 

22.0 

12.6 

17.7 

15.8 

During  the  1980's,  the  main  expenditures  of  both  the  bonded  and  cash 
capital  programs  were  the  construction  of  seven  new  regional  headquarter 
buildings  and  renovation  and  upgrading  of  most  of  the  state's  fish 
hatcheries.  Since  1980,  expenditures  on  headquarter  buildings  and  fish 
hatcheries  have  totaled  nearly  $15  million.  The  1991  biennium  capital  outlay 
budget  includes  funding  for  completion  of  the  last  regional  headquarter 
building  and  renovation  of  three  fish  hatcheries.  AH  bonds  used  to  finance 
these  projects  will  be  retired  at  the  end  of  fiscal  1995.  As  Table  9  shows, 
the  department's  debt  service  costs  for  existing  bonds  are  declining  and  will 
end  in  fiscal  1995. 


TABLE    9 

Bond    Repayment 

Schedule 

Bond 
Series 

1991 

1992                            1993 

1994 

1995 

Total 

1983 

$           521,718 

S      43,488        $                     0 

$           0 

$           0 

$           565,206 

1985 

33,021 

0                               0 

0 

0 

33,021 

1989 

507,627 

460,418               454,615 

410,448 

34,037 

1,847,145 

Total 

$1,062,366 

$503,906             $434,615 

$410,448 

$34,037 

$2,445,372 

> 
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For  the  1993  blennlum,  the  department's  capital  outlay  request  includes 
funding  for:  1)  handicap  access  at  department  facilities;  2)  dam  safety 
projects;  3)  fishing  access  protection;  4)  boat  access;  5)  underground 
storage  tanks;  6)  headquarter  repair;  and  7)  hatchery  renovation.  For  the 
1993  biennium,  the  department  is  requesting  an  average  annual  General 
License  Account  capital  outlay  of  $448,000.  This  compares  with  the  prior 
five  year  average  of  $1,535,000. 

Scheduled      Fund      Balance       Improvements 

During  the  1993  and  1995  biennia,  three  factors  will  improve  the 
General  License  Account  balance:  1)  debt  service  costs  are  declining  and 
will  end  in  fiscal  1995;  2)  interest  on  license  revenue  (as  required  by  a  new 
federal  regulation)  will  be  deposited  in  the  accoimt  beginning  in  fiscal  1992; 
and  3)  certain  license  revenue  currently  earmarked  for  wildlife  habitat 
acquisition  will  be  deposited  in  the  General  License  Account  beginning  in 
fiscal  1995.  Table  10  shows  the  yearly  impact  of  these  changes  on  the 
General  License  Account. 


TABLE    10 

1 

Scheduled    Impro^ 

ements    In    the    Fund 

Balance    Yearly       | 

Effects 

Fiscal       1992 

Fiscal      1995                Fiscal      199<i                 Fiscal 

1995 

Total 

Debt 

Ser'ir-- 

S5«;8,'i60 

$69,291                             $2<»,167 

S376,<»11 

$1,028,329 

Intero"?t 

42.000 

250,000                             250,000 

250,000 

792,000 

Wildlife 
Habitat 

0 

0                                            0 

$1,050,000 

1,050,000 

Total 

$591,<«60 

$269,291                           *22<t,167 

$l,6Z6,<tll 

$2,720,329 
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The  current  statutes  earmarking  a  portion  of  hunting  license  revenue 
to  be  used  for  acquisition  and  maintenance  of  wildlife  habitat  will  sunset 
March  1,  1994.  At  this  time,  license  fees,  with  the  exception  of  the 
nonresident  deer  combination  license,  will  decrease  by  the  amount  currently 
earmarked  for  wildlife  habitat.  Currently,  the  entire  $200  cost  of  the 
nonresident  deer  combination  license  is  allocated  to  the  Wildlife  Habitat 
Accoimt.  After  March  1,  1994,  the  cost  of  this  license  will  decrease  to 
$175,  all  of  which  will  be  allocated  to  the  General  License  Account  unless 
the  legislature  decides  not  to  sunset  the  wildlife  habitat  earmarking. 

Ending   Fund   Balance 


Hi  story 


FIGURE  8 

General  License  Account 

Ending  Fund  Balance 


From  fiscal  1987  through  fiscal 
1990,  the  department  expended  more 
General  License  Account  dollars  than 
it  collected.  In  addition,  fiscal  1991 
appropriations  are  in  excess  of 
anticipated       revenues .  These 

revenue/expenditure  imbalances  have 
reduced  the  General  License 
Account's  ending  fund  balance  from 

$8.98    million    in    fiscal    1986    to    $5.52    million    in    fiscal    1990.        Figure    8 

illustrates  this  declining  fvind  balance. 

Recognizing    the    declining    fiuid    balance,     the    department    requested 

employees    to    reduce    expenditures    in    fiscal    1990.       The    department    also 

instituted  a  voluntary  4  percent  vacancy  savings  policy,  which  will  continue 


1987  19M 

Year 
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through  fiscal  1991.  In  addition,  a  moratorltun  was  placed  on  equipment 
purchases  and  $600,000  of  general  Ucense  funds  were  replaced  with  federal 
funds  in  the  1991  biennium.  As  a  result  of  these  cost  saving  measures,  the 
department  reverted  6  percent  of  General  License  Account  appropriations  at 
the  end  of  fiscal  1990. 

In  its  budget  request  for  the  1993  biennixim,  the  department  has 
requested  current  level  spending'  at  an  annual  average  of  $15.24  million  or 
2.3  percent  above  the  fiscal  1990  level  of  $14.90  million.  In  addition,  it  has 
requested  approximately  $0.84  miUion  per  year  In  new  program  expansion 
that  will  be  funded  from  the  General  License  Accotmt. 


Project  ions 


FIGURE  9 

General  License  Account 

Projected  Ending  Fiuid  Balance 


■  Proleotton  *1 Prolflollon  #2 


-Prolaollon  #3 


The  ending  fund  balances  for 
the  1993  and  1995  biennia  depend 
upon  the  spending  levels  authorized 
by  the  1991  and  1993  legislatures. 
Based  upon  different  expenditure 
scenarios,  three  projections  were 
developed.  The  first  projection 
assumes  no  new  programs  and 
minimal    inflation    in    current    level 


expenditures.  The  second  was  developed  allowing  for  a  4  percent  pay  plan 
and  5  percent  inflation  in  current  level  operations.  The  third  adds  program 
growth  to  the  second  projection.      Figure  9  shows  the  trends  in  the  ending 


'Includes  $0.55  million  of  services  being  provided  by  existing  programs  that  the 
1989  legislature  specified  as  "one-time"  only  and  must  be  requested  as  budget 
modifications  for  the  1993  biennium. 
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fund  balance  under  the  three  projections,  which  are  discussed  in  more  detail 
below . 

Assumptions  Used  in  Projections 

Each  of  the  projections  contain  the  following  assumptions: 
1.  License  revenue  through  fiscal  1994  is  based  on  the  department's 
estimated  collections  under  current  law,  with  the  number  of 
licenses  and  allocation  percentage  to  the  General  License  Account 
as  specified  in  current  statutes.  The  earmarking  for  wildlife 
habitat  ends  in  fiscal  1994  under  current  statute,  with  certain 
revenue  reverting  to  the  General  License  Accotmt  in  fiscal  1995. 

2)  "Other  Revenue"  remains  the  same  as  actual  fiscal  1990  receipts. 

3)  Necessary  statutory  changes  are  made  by  the  legislature  to  comply 
with  federal  regulations  that  require  interest  on  license  fees  to 
accrue  to  the  department  (General  License  Account),  effective  May 
1992 .  A  detailed  discussion  of  this  issue  is  presented  later  in  the 
report. 

4)  Fiscal  1991  program  operational  expenditures  comprise  the 
percentage  of  1991  appropriations  that  the  actual  fiscal  1990 
expenditures  comprised  of  fiscal   1990  appropriations. 

5)  For  the  1993  and  1995  biennia,  current  level  operational 
expenditures  are  the  same  as  the  1993  biennium  adjusted  base 
submitted  by  the  department  in  its  budget  request.  This 
includes  allowance  for  minimal  inflation  only  in  the  1993  biennium. 

6)  Capital  expenditures  for  the  1991  biennium  are  those  already 
appropriated  by  the  legislature.      The  amounts  for  the   1993   and 
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1995    blennia    are   projected   by    the    department   at    $968,000   and 
$1,006,720  (1993  plus  4  percent)    respectively. 

Prolection  1 

The  base  projection  assumes  spending  continues  at  the  requested  1993 
biennium  levels  which  includes  minimal  inflation  in  fiscal  1992  and  1993  only, 
no  salary  increase,  and  no  program  expansion  or  new  programs  for  the  two 
biennia  (Table  11).  If  the  legislature  adopts  a  budget  at  this  level,  the 
General  License  Accoxint  ending  fund  balances  will  increase  to  $6.1  million 
at  the  end  of  the  1993  biennium  and  $9.4  million  at  the  end  of  the  1995 
biennium.  The  primary  reasons  for  this  increasing  fund  balance  are  the 
scheduled  improvements  in  the  account  detailed  on  page  21,  combined  with 
little  expenditure  growth. 


TABLE    11 

Projection 

1    Ending   Fund 
(Millions) 

Balances 

1993   Biennium 

1995  Bienniiun 

Beginning  Fund  Balance 

$  4.72 

$  6.13 

Revenue 

$31.63 

$32.92 

Expenditures 

$30.22 

$29.70 

Ending  Fund  Balance 

$  6.13 

$  9.35 

Projection  2 

Projection  2  assumes  a  4  percent  increase  per  year  for  state  employee 
pay  beginning  in  fiscal  1992;  minimal  inflation  in  fiscal  1992  and  1993,  and 
5  percent  inflation  beginning  in  fiscal  1994;  no  program  expansion  in  the  two 
biennia;    and    elimination    of   the    "one-time-only"    programs    currently   being 
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fiinded  (Table  12).  Under  this  projection,  the  costs  of  the  pay  plan  and 
inflation  more  than  offset  the  expenditure  reduction  due  to  decreasing  debt 
service  on  bonds  and  the  additional  revenue  in  the  1995  biennium,  so  the 
fund  balance  declines.  However,  the  account  remains  solvent  through  the 
1995  biennium.  If  the  legislature  adopts  a  budget  with  a  4  percent  pay 
plan  increase,  5  percent  inflation,  and  no  program  expansion  or  new 
programs,  the  ending  fund  balances  for  the  1993  and  1995  biennia  will  be 
$4.5  million  and  $2.6  million  respectively. 


TABLE    12 

Projection    2    Ending   Fund    Balances 
(Millions) 


1993  Biennium  1995  Biennium 


Beginning  Fund  $  4.72  $  4.49 
Balance 

Revenue  $31.63  $32.92 

Expenditures  $31.86  $34.83 

Ending  Fund  Balance  $  4.49  $  2.58 


Projection  3 

The  third  projection  assumes  the  department's  budget  request  for 
current  level  and  program  modifications  (including  the  "one-time-only" 
programs)  for  the  1993  biennium  are  approved  and  a  Uke  amount  (increased 
five  percent  for  inflation)  is  approved  for  the  1995  biennium  (Table  13). 
If  the  legislature  approves  the  department's  budget  at  this  level,  the  fund 
balance  will  steadily  decline  and  reach  a  negative  $5 . 7  million  in  the  1995 
biennium. 
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Projection 

TABLE    13 
3    Ending   Fund 
(Millions) 

Balances 

1993  Blennium 

1995   Biennium 

Beginning  Fund 
Balance 

Revenue 

Expenditures 

Ending  Fund  Balance 

$  4.72 

$31.62 
$34.65 
$   1.69 

$  1.69 

$32.93 
$40.28 
$(5.66) 

The  calculations  of  the  ending  fund  balances  for  projection  3  are 
presented  in  Table  14.  This  spreadsheet  shows  the  effects  of  increased 
expenditures  on  the  fund  balance. 

As  these  projections  show,  the  General  License  Account  will  continue 
to  have  a  surplus  through  the  1995  biennium  if  the  legislature  limits 
spending  to  current  level,  with  adjustments  for  inflation  and  an  increased 
pay  plan.  If,  however,  the  legislature  approves  the  department's  budget 
request,  which  includes  $2.8  million  in  budget  modifications,  in  addition  to 
inflation  and  an  increased  pay  plan,  the  account  will  show  a  deficit  by  fiscal 
1994.  AdtJtional  revenue  measures  must  be  in  place  before  that  time  to 
prevent  this  deficit. 

The  department's  projections  of  ending  fund  balances  for  the  General 
License  Account  are  more  pessimistic  than  those  contained  in  this  report. 
The  department  projects  a  deficit  in  fiscal  1992  if  the  legislature  approves 
its  budget  request  for  the  1993  biennium.  In  contrast,  our  analysis  projects 
a  deficit  in  fiscal  1994  at  this  spending  level.  The  reasons  for  this 
difference  are: 
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TABLE   14 
Projection  3 


Fiscal  1940 
Actual 


Fiscal  1991 
Estinata 


Fiscal  1992 
Estiaata 


Fiscal  1993 
Es-tinata 


Fiscal  199*   Fiscal  1995 
EstiMta      Estimta 


BE9It*aNe  FUND  BALANCE 

Prior  Yaar  Expandituras 

Spanding  of  Bond  Intaras-t 

Ottwr  Iiico— 

Licansa  Income 

Licansa  In-terast  (Lass  SHCAP ) 

DNRC  Pass  Through 

Total  Funds  Available 

DIS8URSEHEKTS 

FHP  Gparations 

ManagesMnt  Sarvicas 

Fiald  Sarvicas 

Fisheries 

Law  Enforcanan't 

Mildlifa 

Parks 

Conservation  Ed. 

AcAsinistration 
SUB -TOTAL 
Bond  Payments  -  1985  S  1985 
Bond  Payments  -  1989 
Cap.  Projects  -  conti. 
Cap.  Projects  -  new 

SUB-TOTAL 
Pay  Plan  -  ^'/. 
Inflation  -  5X  operations 

SUB-TOTAL 
EPP 

EPP  ♦  5  Z  Inflation  in  9<i-95 

One  -  T  i  we -On  ly  s 
SUB-TOTAL 
Reverted  Appropriations 

Total  Disbursanents 
UNAVAILABLE  LONG-TERtl  ASSETS 
OTHER  A0JUST>1E^fTS 
ENDING  FUND  BALANCE 


♦6,979,167 

($116,S45) 
$531,900 
♦2S7,055 
♦15,336,979 

(♦8,236  1 

♦22,960,500 


♦  1,158,03<^ 
♦2,282,317 

♦  2,396,'f70 
♦3,579,541 
♦2,360,733 

♦<i49,<V30 

♦1,139,181 

♦1,531,099 

♦14,896,805 

♦920,510 

♦366,649 

♦982,121 

♦31,043 

♦2,300,323 


♦17,197,128 
(♦210,000  1 
(♦36,130) 
♦5,517,242 


♦5,517,242 

(♦116,345) 
♦487,000 
♦237,035 
♦15,496,198 


♦4,721,652 


♦40,600 

♦237,035 

♦15,355,550 

♦42,000 


♦3,593,302 


♦15,000 

♦237,035 

♦  15,448,050 

♦250,000 


♦  1,694,726    (♦1,450,465) 


•0  ♦O 

♦237,035  $237, 035 

♦15,448,050  ^16 ,498,050 

♦250,000  ^250, 000 


♦21,621,130    ^20, 396, 837    ♦19,543,387    ♦17,629,811    ♦15,534,620 


♦664,489 

♦2,332,672 

♦2,397,218 

♦3,668,598 

♦2,384,295 

♦469,157 

♦1,175,982 

♦1,685,492 

♦14,777,903 

♦554,739 

♦507,627 

♦326,940 

♦732,269 

♦2,121,575 


$439,128 

♦2,059,003 

♦2,571,453 

♦3,756,301 

♦2,469,094 

♦553,123 

♦1,200,381 

♦1,615,439 

♦14,663,922 

♦43,488 

♦460,418 

♦0 

$242,000 

♦745,906 

♦540,000 

♦0 

♦540,000 

♦825,846 
$567,861 
♦1,393,707 
($540,000) 


♦492,292 

♦2,076.965 

♦2,496,795 

♦3,782,579 

♦2,485,257 

♦580,779 

♦1,202,616 

♦1,611,039 

♦14,728,322 

♦0 

♦434,615 

♦0 

♦726,000 

♦1,160,615 

♦1,101,600 

♦0 

♦1,101,600 

♦858,484 
♦539,640 
♦1,398,124 
(♦540,000) 


♦439,128 
♦2,059,003 
♦2,571,453 
♦3,756,301 
♦2,469,094 

♦553,123 

♦1,200,381 

♦1,615,439 

♦14,663,922 

♦0 

♦410,448 
♦0 

♦251,680 

♦662,128 
♦1,685,664 

♦376,050 
♦2,061,714 

♦1,692,886 
♦561,226 
♦2,254,112 
(♦561,600) 


♦492,292 

♦  2,076,965 

♦2,496,795 

♦3,782,579 

♦2,485,257 

♦580,779 

♦1,202,616 

♦1,611,039 

♦14,728,322 

♦0 

♦34,037 

♦0 

♦755,040 

♦789,077 

♦2,293,091 

♦770,903 

♦3,063,993 

♦2,613,794 
♦583,675 
♦3,197,469 
(♦584,064) 


♦16,899,478   ♦16,803,535   ^17, 848, 661   ♦19,080,276   ^21, 194, 797 


♦4,721,652 


♦3,593,302 


♦  1,694,726    (^1,450,465)   (^5, 660, 177) 
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1)  i2  MilH9n  Reserve.  The  department  feels  that  it  Is  important  to 
maintain  a  $2  million  balance  in  the  account,  due  to  cash  flow  patterns 
associated  with  license  sales.  So,  it  calls  any  fimd  balance  less  than  $2 
million  a  deficit.  The  $2  million  reserve  is  significantly  higher  than  the 
amount  recommended  by  budget  experts.  The  National  Association  of  Budget 
Officers  general  guideline  for  a  prudent  ending  fund  balance  for  state 
general  fvmds  is  an  amount  equal  to  5  percent  of  annual  expenditures.  The 
$2  million  reserve  the  department  is  proposing  equals  13  percent  of  fiscal 
1990  expenditures. 

2)  Low  Point.  Due  to  the  license  sale  cycle,  the  General  License 
Account's  balance  is  lowest  in  February.  The  account's  balance  begins  to 
increase  in  March  when  the  new  license  year  begins.  The  department's 
projections  reflect  this  low  point,  rather  than  fiscal  year  end.  This  report 
shows  balances  at  the  end  of  each  fiscal  year.  Under  current  law,  the 
department  can  receive  an  interentity  loan  to  solve  cash  flow  problems  within 
a  fiscal  year. 

3)  Unrecognized  Revenue .  The  department  did  not  include  in  its 
estimates  the  revenues  it  will  receive  if  interest  earnings  are  retained  in  the 
account  and  when  earmarking  for  wildlife  habitat  ends. 

4)  Continued  Funding  of  "One-Time-Onlv"  Programs.  The 
department's  projections  assume  that  the  legislature  will  continue  to  fund  the 
"one- time- only"  program  expansions  that  the  1989  legislature  approved  for 
the  1989  biennium  (totalling  $1.1  million  in  General  License  Account  funds). 
Since  House  Bill  100  specifically  states  that  these  programs  cannot  be 
included  in  the  department's  current  level  request  for  the  1993  biennium, 
this  report  does  not  assume  continued  funding  in  projections  #1  and  #2. 
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OPTIONS    FOR   ADDRESSING    A    PROJECTED 
DECLINING    FUND    BALANCE 

A  declining  General  License  Account  ending  balance  may  be  addressed 
by  limiting  program  expansion  or  cutting  budgets;  de- earmarking  revenues; 
and/or  increasing  revenues. 

This  section  of  the  report  discusses  alternatives  within  each  of  these 
three  categories.  These  alternatives  are  not  presented  as  recommendations. 
They  are  intended  only  to  give  the  committee  an  idea  of  the  magnitude  of 
revenue  generated  or  redirected  by  each  alternative. 


Limiting    Program    Expansion/Budget   Cuts 

As  projection  3  shows,  if  the  department's  requested  program  growth 
is  approved,  the  General  License  Account  faces  a  deficit  by  fiscal  1994. 
If,  however,  the  legislature  does  not  approve  program  expansion,  the 
account  will  have  a  fiscal  1995  ending  fund  balance  of  $2.6  million,  as  shown 
in  projection  #2.  Under  this  projection,  the  accoimt's  fund  balance  declines 
but  remains  solvent  through  the   1995  biennium. 

An  increasing  amount  of  program  expansions  (budget  modifications) 
have  been  funded  from  the  General  License  Account  during  the  last  two 
bienniums   (Table   15). 


Table    15 

General    License   Account 

Funded    Modifications 


1989  Biennium 
$1,004,665 


1991   Biennium 
$1,212,849 


1993  Bienniiun 
$2,791,831 
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In  its  1993  blennlum  budget  request,  the  department  has  requested  an 
even  higher  level- -$2.8  million- -in  program  expansions  for  the  1993 
blennlum.  Of  the  total  1993  blennlum  budget  modifications  requested,  $1.1 
million  is  for  "one- time -only"  programs  that  were  approved  by  the  1989 
legislature  and  are  currently  providing  services.  However,  the  legislature 
specified  in  House  BUI  100  that  these  programs  could  not  be  included  in  the 
agency's  current  level  base  and  must  be  submitted  as  modifications  if  the 
department  wanted  them  to  continue. 

Based  on  its  fund  balance  estimates,  the  department  has  been  reviewing 
various  options  to  correct  a  declining  fund  balance- -including  budget  cuts. 
Each  of  the  divisions  and  regions  has  been  asked  to  identify  areas  where 
cuts  could  be  made.  The  committee  may  wish  to  invite  the  department  to 
present  the  results  of  this  analysis. 

De-earmarking 

As  Table  16  shows,   over  21  percent  of  total  license  revenue  received 
In  recent  years  was  earmarked  for  special  programs. 
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TABLE    16 

Earmarked 

License    Revenue 

Distribution 

Fiscal    1989   -    1990 

(Millions) 

Fiscal  1989 

Fiscal  1990 

Total 

General  License 

$15.22 

$15.34 

$30.56 

Earmarked 

WUdlife  Habitat 
Acquisition 

$2.36 

$2.32 

$4.68 

WUdlife  Habitat 
Operations 

.17 

.20 

.37 

Non- expendable  Trust 

.57 

.56 

1.13 

Upland  Game  Birds 

.60 

.60 

1.20 

Fishing  Access 
Acquisition 

.29 

.30 

.59 

Fishing  Access 
Operations 

.09 

.10 

.19 

River  Restoration 

-0- 

.07 

.07 

Total  Earmarked 

$  4.08 

$  4.15 

$   8.23 

TOTAL 

$19.30 

$19.49 

$38.79 

If  de-earmarked,  these  revenues  could  be  deposited  into  the  General 
License  Account.  In  addition,  fund  balances  of  these  earmarked  accounts 
could  be  transferred  to  the  General  License  Account.  Discussed  below  are 
the  four  areas  receiving  the  largest  share  of  earmarked  license  revenue  and 
options  for  increasing  the  amount  of  revenue  deposited  in  the  General 
License  Account. 

Fishing  Access  Site  Account  (FAS):  The  FAS  account  receives  revenue 
from  the  sale  of  resident  and  nonresident  fishing  licenses.  A  dollar  amount 
from  each  license  sold  is  earmarked  to  this  account.  Seventy-five  percent 
of   the   funds    ($0.3   million    in   fiscal    1990)    must   be   used   to   acquire   sites. 
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The  remaining  25  percent  ($0.1  million  In  fiscal  1990)  is  used  to  operate, 
maintain  and  develop  fishing  access  sites.  As  the  number  of  access  sites 
acquired  has  grown,  the  reserve  earmarked  for  their  operations  has  become 
insufficient.  So,  the  legislature  has  used  General  License  Account  funds 
to  fill  the  gap. 

To  date,  the  state  has  acquired  approximately  300  fishing  access  sites. 
During  the  1980's,  an  annual  average  of  12  new  access  sites  were  purchased 
from  the  75  percent  of  license  collections  earmarked  for  that  purpose. 
Annual  maintenance,  operation,  and  development  costs  for  each  site  averaged 
$5,533  per  year.  The  $0.1  million  per  year  available  from  25  percent  of 
earmarked  fishing  license  revenue  is  too  little  to  pay  this  cost  for  all  300 
sites.  The  1991  biennium  budget  to  operate,  maintain,  and  develop  fishing 
access  sites  Is  $1.66  million.  Of  this,  $549,000  is  federal  fimds,  $194,000 
is  FAS  funds  and  $921,000  is  General  License  Account  funds.  The  25 
percent  of  fishing  license  revenue  earmarked  for  operations,  maintenance, 
and  development  of  these  sites  finances  only  12  percent  of  these 
expenditures  per  site. 

Each  year,  as  12  sites  are  added,  the  General  License  Account  is 
required  to  finance  part  of  the  operation,  maintenance,  and  development 
costs  of  these  additional  sites.  This  is  reflected  in  the  1991  General  License 
Account  appropriation  for  operations  and  maintenance  of  fishing  access  sites, 
which  Is  approximately  $60,000  greater  than  the  1989  biennium  expenditures. 
Because  statute  requires  that  75  percent  of  fishing  license  revenue  be  used 
for  acquisition,  the  department  routinely  purchases  more  fishing  access  sites 
which,  in  turn,  require  additional  General  License  Account  funding  for 
operations,   maintenance  and  development. 
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Some  options  the  legislature  may  wish  to  consider  are: 

1)  Change  the  acquisition/operating  cost  allocation  from  75/25  to 
35/65  to  balance  additional  (not  existing)  acquisition  and  operating 
costs  within  the  FAS. 

2)  De-earmark  all  FAS  acquisition  funds  ($300,000  annually)  and 
redirect  the  money  to  the  General  License  Account  for  use  in 
other  programs,  including  operation,  maintenance,  and  development 
of  existing  fishing  access  sites. 

3)  De-earmark  the  entire  FAS  account  and  transfer  the  fund  balance 
($291,000  estimated  fiscal  1992  beginning  fund  balance)  and  all 
income  (approximately  $401,000  annually)  to  the  General  License 
Account.       Fishing    site    access    acquisition    and    operation    needs 

'  would    then    compete    equally    with    other    departmental    funding 

needs. 

Wildlife  Habitat  and  Non- expendable  Real  Property  Trust  Accounts: 

During  the  1987  legislature.  House  Bill  526  was  enacted  to  provide  for 
the  funding  and  acquisition  of  wildlife  habitat.  The  Wildlife  Habitat  Account 
(WHA)  receives  revenue  from  the  sale  of  certain  hunting  licenses,  mostly 
nonresident.  Eighty  percent  of  a  set  dollar  amount  from  each  license  sold 
is  earmarked  for  acquisition  of  wildlife  habitat  areas.  Current  statute  also 
earmarks  20  percent  of  any  future  fee  increases  (enacted  prior  to  March  1, 
1994)  in  these  licenses  to  this  account.  For  fiscal  1990,  total  revenue 
generated  from  the  earmarked  license  fees  for  acquisition  was  $2.32  million. 
The  remaining  20  percent  of  revenue  ($0.56  million  in  fiscal  1990)  from 
designated  licenses  is  statutorily  allocated  to  a  non -expendable  real  property 
trust  specified  in   House   Bill   526.      Interest  from   this   trust   ($119,000  for 
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fiscal  1990)  can  be  used  only  for  the  development  and  maintenance  of  wildlife 
habitat.  A  state  special  account  (Habitat  Trust  Interest)  was  established 
to  receive  this  interest.  Table  17  provides  Information  on  the  interest 
received,  expenditures,  and  fund  balance  since  1988  when  interest  first 
began  accruing. 


TABLE 

17 

Habitat   Trust   Interest 

Account 

02469 

Fiscal  1988 

Fiscal  1989 

Fiscal  1990 

Beginning  F\ind 
Balance 

$            0 

$13,461 

$  50,553 

Revenue 

$13,461 

$50,553 

$119,011 

Expenditures 

$            0 

$12,570 

$  84,049 

Adjustments 

$            0 

$   (891) 

$              0 

Ending  Fund 
Balance 

$13,461 

$  50,553 

$  85,515 

As  Table  17  shows,  revenue  (interest  Income)  increases  each  year 
because  the  balance  in  the  non- expendable  trust  accumulates.  This 
additional  interest  is  available  for  operations  and  maintenance  of  additional 
wildlife  habitat  areas  purchased  each  year.  Although  three  years  of  data 
are  not  enough  to  draw  an  accurate  conclusion,  the  Increasing  fund  balance 
in  the  account  may  indicate  that  the  interest  will  be  an  adequate  funding 
source  for  operations/maintenance  of  these  areas  until  1994  when  the  wildlife 
habitat  statutes  simset. 

In  1994,  most  of  the  funds  currently  earmarked  for  this  program  will 
be  eliminated.      At  that  time,    the  legislature  will  have   to  appropriate  funds 
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from    the    General    License    Account   or   some   other    source    to    operate   and 
maintain  these  areas. 

For  the  next  biennium  when  the  WHA  earmarking  is  still  in  effect,  the 
legislature  may  want  to  consider  the  following  options: 

1.  Eliminate  the  percentage  split  of  funds  for  acquisition  and 
operations  and  direct  all  funds  for  use  in  wildlife  habitat 
acquisition  and  operations. 

2.  De-earmark  the  entire  WHA  account  and  transfer  the  small  fund 
balance  and  all  income  (approximately  $2.88  million  annually)  to 
the  General  License  Account.  In  conjunction  with  this  de- 
earmarking,  the  non- expendable  real  property  trust  fund  balance 
($2.2  million  estimated  fiscal  1992  beginning  fund  balance)  could 
be  deposited  into  the  General  License  Account. 

By  de- earmarking  the  WHA  account,  the  legislature  could  use  the 
General  License  Account  to  balance  habitat  acquisition  needs  with 
maintenance,   operations,   and  development  needs. 

River  Restoration  Account:  This  account  receives  revenue  from  the 
sale  of  resident  and  nonresident  fishing  licenses  and  from  resident  sportsmen 
licenses.  A  dollar  amount  from  the  sale  of  each  license  is  earmarked  for 
projects  which  improve  rivers  and  associated  lands  in  order  to  conserve  and 
enhance  fish  and  wildlife  habitat. 

The  River  Restoration  Account  and  the  programs  it  finances  were 
established  in  1989  and  have  just  begun  to  operate.  In  fiscal  1990,  this 
account  had  receipts  of  $72,644  and  an  estimated  fiscal  1992  beginning  fund 
balance  of  $50,735. 
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Upland  Game  Bird  Account:  This  account  receives  revenue  from  the 
sale  of  resident  and  nonresident  game  bird  licenses,  resident  sportsmen 
Licenses,  and  nonresident  elk  combination  licenses.  A  dollar  amount  from 
each  license  sold  Is  earmarked  to  this  accoiuit  to  preserve  and  enhance 
upland  game  bird  populations.  Up  to  10  percent  annually  ($60,000  in  fiscal 
1990)  of  the  account  can  be  used  to  administer  the  program. 

In  fiscal  1990,  the  Upland  Game  Bird  Account,  established  in  1987,  had 
receipts  of  $659,066  and  an  estimated  fiscal  1992  beginning  fund  balance  of 
$190,398.  During  the  two  years  that  the  Upland  Game  Bird  Account  had 
been  in  existence,  the  department  has  expended  only  $140,000  but,  in  that 
time,  had  incurred  approximately  $350,000  in  landowner  contract  obligations. 

If  the  above  two  accounts  were  de- earmarked,  the  yearly  funds  and 
balances  could  be  redirected  into  the  General  License  Account. 

Increase   Revenue 

There  are  many  options  to  consider  for  increasing  General  License 
Account  revenue.  This  section  discusses  various  options  for  changing 
quotas  and  raising  certain  License  fees.  Much  of  the  discussion  focuses  on 
the  nonresident  elk  combination  license  because  it:  1)  is  the  highest  income 
producing  license;  2)  has  a  high  percentage  of  collections  earmarked  to 
other  accounts;  and  3)  has  a  statutory  quota  that  limits  the  number  of 
licenses  that  can  be  sold. 

Increase      Nonresident      Elk      Combination      License      Quota 

The  number  of  nonresident  elk  combination  licenses  offered  for  sale 
could  be  increased.     The  number  of  annual  authorized  licenses  for  sale  has 
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been  limited  to  17,000  since  1976.  This  quota  has  been  reached  every  year 
since  1979. 

In  the  1990  license  year,  18,198  applications  were  received  for  the  elk 
combination  license.  Therefore,  at  least  1,200  more  licenses  could  have  been 
sold.  However,  the  number  of  applications  received  may  understate  the 
total  potential  Ucense  sales  since  more  people  may  apply  if  they  felt  the 
chances  of  receiving  a  permit  were  greater  with  a  higher  quota. 

Based  on  department  staff's  statements  at  the  August  1990  Fish  and 
Game  Commission  meeting,  Montana's  elk  population  can  biologically  support 
additional  elk  hunting.  According  to  the  department's  1984  planning 
document,  the  department  is  currently  managing  Montana's  elk  herd  to 
accommodate  101,000  hunters.  In  the  1989  hunting  season,  the  department 
estimated  that  84,252  residents  and  15,053  nonresidents  hunted  for  elk. 
Although  there  is  a  Limit  on  the  number  of  nonresident  licenses  sold,  there 
is  no  Umit  on  the  number  of  resident  licenses  sold  and  therefore  the  total 
number  of  elk  hunters  varies  each  year.  Because  only  99,300  persons 
hunted  elk  in  1989,  the  elk  population  could  have  supported  an  additional 
1,700  licensed  hunters.  If  1,200  of  these  licenses  were  sold  to  nonresidents 
(i.e.,  raise  the  quota  to  18,200  licenses),  the  General  License  Account 
would  receive  an  additional  $420,000  per  year  under  current  allocation. 

Increase      License      Fees 

The  following  analyzes  the  impact  of  increases  in  the  top  five  revenue 
producing     licenses:  nonresident     elk     combination,      nonresident     deer 

combination,  resident  fishing,  nonresident  daily  fishing,  and  resident  deer 
"A".        In    addition,    fee    increases    in    the    resident    elk    Ucense    are    also 
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considered.         The    nonresident    deer    and    elk    combination    licenses    are 
considered  together  since  both  have  established  quotas. 

Nonresident  Elk  and  Deer  Combination  Licenses 

For  nonresident  deer  and  elk  hunters,  hunting  in  Montana  is  only  one 
option.  They  can  choose  to  hunt  in  other  western  states.  A  key  factor 
in  that  choice  is  the  total  cost  of  hunting,  including  the  license  fee.  Table 
18  compares  license  costs  for  hunting  in  other  states  to  Montana. 


TABLE    18 

Nonresident    Hunting   Fees   for    Elk   and 

Deer 

in   Western   States,   Fiscal    1991 


state 


Deer 


Montana 

$200 

Idaho 

177 

Washington 

177 

Oregon 

176 

Wyoming* 

155 

Utah 

120 

Colorado 

120 

Average  Without 
Montana 

154 

♦Proposed  for  1991 


Elk 


$450 
322 
227 
266 
405 
220 
210 
275 


(^ 


While  it  appears  that  Montana's  license  fees  are  higher  than  other 
states,  it  is  important  to  note  that  Montana  is  the  only  western  state 
which  currently  does  not  sell  a  nonresident  elk  or  a  (non- restrictive) 
nonresident  deer  license  separately.  The  $450  nonresident  Montana  elk 
license   shown   in   Table    18   is  a   combination   license   which   also   permits   the 
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license  holder  to  hunt  deer,  black  bear,  and  game  birds.  The  $200  deer 
license  is  a  combination  license  which  also  permits  the  license  holder  to 
fish  and  htmt  game  birds.  When  comparing  license  fees  in  other  states 
to  Montana,  it  is  important  to  compare  similar  licenses.  To  determine  the 
value  of  the  elk  or  deer  portion  of  the  Ucense,  the  value  of  all  other 
license  fees  must  be  eliminated.  Viewed  differently,  if  other  states  had 
similar  combination  licenses,  the  value  of  the  other  licenses  (fishing, 
birds,  etc.)  must  be  added.  Although  the  value  of  each  component 
license  is  not  known,  one  can  use  the  cost  of  each  single  license  as  a 
measure.  To  provide  the  reader  with  a  different  means  of  comparing 
license  costs.  Table  19  was  developed  to  show  costs  for  a  comparable 
combination  license  in  other  states  and  the  cost  of  a  single  license  in 
Montana  if  the  costs  of  the  other  licenses  were  removed.  Under  these 
methods  of  comparison,  Montana's  license  costs  are  comparable  to  or  less 
than  the  other  states. 


TABLE 

19 

1 

Adjusted 

Nonresident    License 

Fees,    Fiscal    1991             | 

state 

-   Comparable  Elk  - 

-    Comparable 

Deer   - 

Combination 

Single 

Combination 

Single 

Washington 

$814 

$226 

$352 

$177 

Idaho 

722 

32^ 

264 

177 

Oregon 

719 

22fi 

312 

176 

Wyoming* 

665 

40S 

190 

155 

Colorado 

581 

210 

201 

121 

Utah 

570 

220 

200 

120 

Montana 

450 

166 

200 

111 

* Proposed  for 

1991.      Does 

not  include 

game  birds. 
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Tables  18  and  19  illustrate  the  difficulty  in  comparing  the  cost  of 
licenses  which  are  not  of  comparable  nature  and  show  the  range  of  prices 
possible  when  attempting  to  assign  values  to  the  component  licenses. 

The  effect  of  a  price  change  on  total  revenue  depends  on  the 
magnitude  of  the  change  and  on  the  elasticity  of  demand.  A  1988  study 
for  the  department  found  that  the  demand  for  the  nonresident  elk 
hunting  was  elastic  (a  negative  2.41  demand  elasticity).  By  using  this 
elasticity  and  assuming  there  are  1,200  more  nonresident  hunters  (then 
the  current  17,000  quota)  who  want  to  purchase  the  license,  raising  the 
price  from  $450  to  $462  will  decrease  the  quantity  demanded  to  about 
17,000.  With  such  a  price  increase  in  the  nonresident  elk  combination 
license,  the  General  License  Account  would  receive  an  additional  $163,200 
per  year  under  the  current  statutory  allocations.  After  sunset  of  the 
wildlife  habitat  statutes  in  1994,  100  percent  or  $204,000  of  the  fee 
increase  would  be  allocated  to  the  General  License  Account. 

A  similar  analysis  can  be  done  for  the  nonresident  deer  combination 
license  which,  in  the  1990  license  year,  had  5,100  more  applicants  for  the 
license  than  the  6,000  quota.  Assuming  that  the  demand  for  nonresident 
deer  hunters  is  comparable  for  nonresident  elk  hunters,  the  price  could 
be  raised  to  $238  while  keeping  sales  at  6,000  license.  Based  on  this 
assumption,  a  $38  increase  in  the  deer  combination  license  would  increase 
the  General  License  Account  by  $182,400  under  the  current  statutory 
allocations.  After  sunset  of  the  wildlife  habitat  statutes  in  1994,  100 
percent  or  $228,000  of  the  fee  increase  would  be  allocated  to  the  General 
License  Account  assuming  the  price  at  that  time  was  also  increased  $38, 
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Real  versus  Nominal  License  Price 


While  the  cost  of  license  fees 
have  increased  in  recent  years, 
they  have  remained  fairly  constant 
when  adjusted  for  inflation.  As 
an  example.  Figure  10  shows  that 
when  adjusted  for  inflation,  the 
price  of  the  elk  combination  license 
has  experienced  relatively  little 
change.  If  the  price  remains  at 
$450  in  1992,  it  will  have  a  comparable  price  (when  adjusted  for  inflation) 
as  a  license  purchased  in  1979. 
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FIGURE  10 
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Likewise,  Figure  11  shows 
the  price  of  the  resident  elk 
license  when  adjusted  for  inflation. 
In  this  example,  since  the  price 
has  not  increased  since  1983,  the 
real  price  (when  adjusted  for 
inflation)  has  steadily  decreased 
since  that  time. 


FIGURE  11 

Resident  Elk  License 

Real  and  Nominal  Price 

(Constant  1972  Dollars) 
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Resident   Fishing.    Nonresident    Daily   Flstjlnff.    Resident    Deer    "A"Licenses. 

Table  20  compares  the  cost  of  resident  fishing,  nonresident  daily 
fishing,  resident  deer  "A",  and  resident  elk  licenses  in  neighboring 
western  states. 


TABLE   20 
License   Fee   Comparisons, 

Fiscal    1991 

State 

Nonresident 
Resident                Dally 
Fishing              Fishing 

Resident 
Deer  "A" 

Resident 
Elk 

Washington 

$15.00                 $15.00 

$28.50 

$33.50 

Colorado 

15.25                    18,25 

17.25 

25.25 

Utah 

18.00                    15.00 

15.00 

45.00 

Wyoming* 

15.00                     N/A 

30.00 

40.00 

Idaho 

16.00                     11.00 

15.50 

21.50 

Oregon 

14.50                      9.50 

17.50 

29.00 

Montana** 

11.50                     10.00 

11.00 

12.00 

*   Proposed 
**  Includes 

the  $2 

00  conservation  license. 

The  demand  for  resident  fishing,  nonresident  daily  fishing,  resident 
deer  "A",  and  resident  elk  licenses  appears  to  be  inelastic.  In  1984, 
when  resident  fishing  license  fees  increased  from  $7.00  to  $8.00,  and 
again  in  1986  when  they  were  raised  to  $9.00,  the  total  number  of 
licenses  purchased  decreased.  However,  total  revenue  increased  because 
the  increase  in  license  fees  more  than  offset  the  decline  in  sales.  The 
same  experience  occurred  when  nonresident  2 -day  fishing  license  fees 
were  increased  in  1984,  when  resident  deer  "A"  license  fees  were 
increased   in    1983,    and   when   resident   elk   license   fees   were    increased   in 
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1983- -overall  license  sales  decUned  but  total  revenue  collected  increased. 
Although  there  may  be  other  factors  influencing  license  sales,  it  appears 
that  an  increase  in  these  license  fees  will  increase  revenue.  Table  21 
shows  estimated  Ucense  sale  decreases  and  total  revenue  increases  for 
various  levels  of  license  fee  increases,  based  on  these  elasticity 
assumptions.  The  increase  in  revenue  would  be  deposited  in  the  General 
License  Account,  since  the  Wildlife  Habitat  Account  is  not  currently 
allotted  any  percentage  of  a  fee  increase  from  these  licenses. 


TABLE 

21 

Estimated 

Changes   In   Sales   and   Revenue 

From   Selected 

License   Fee 

Increases 

Resident 

Fishing 

Nonreside 
Fish 

it     Daily 
ing 

Resident 

Deer     "A" 

Resident 

Elk 

Fee 
Increase 

Sales 
Decrease 

Revenue 
Increase 

Sales 
Decrease 

Revenue 
Increase 

Sales 
Decrease 

Revenue 
Increase 

Sales 
Decrease 

Revenue 
Increase 

$1.00 

2,99<V 

$115,000 

6,268 

$81,000 

1,103 

$101,000 

5,971 

$13,000 

2.00 

5,988 

22<t,aoo 

12,536 

1<«9,000 

2,205 

199,000 

11,943 

14,000 

3.00 

8,981 

328,000 

18,80<» 

20<i,000 

3,308 

295,000 

17,914 

3,000 

't.OO 

11,975 

425,000 

25,071 

248,000 

4,411 

389,000 

23,886 

1 20,000  I 

5.00 

1*^,969 

516,000 

31,339 

279,000 

5,513 

$481,000 

29,857 

( 55,000 ( 

Timing  of  License  Fee  Increases 

The  timing  of  license  fee  increases  is  important  if  the  legislature  is 
depending  on  the  additional  revenue  from  license  fee  increases  to  remedy 
a  cash  balance  problem.  Various  types  of  license  fee  increases  produce 
additional  revenue  at  different  times  in  a  biennium.  License  fee  increases 
could  be  in  place  by  March  1992  (the  beginning  of  the  License  year)  if 
enacted  by  the  1991  legislature.  The  majority  of  nonresident  hunting  and 
fishing  as   well   as   resident  fishing  license  fee   increase   revenue   would   be 
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collected  In  fiscal  1992,  while  the  majority  of  resident  hunting  license 
increase  revenue  would  occur  in  fiscal  1993.  Increases  in  nonresident 
hunting  and  fishing  and  resident  fishing  license  fees  would  be  available 
in  the  second  half  of  fiscal  1992  to  finance  program  expansions. 
Increases  in  resident  hunting  license  fees  would  be  available  to  fund 
program  expansions  in  fiscal  1993. 

GENERAL    LICENSE    ACCOUNT    INTEREST 

Montana  received  $4.37  million  of  federal  fish  and  wildlife  funds  In 
fiscal  1989  and  $6.59  million  in  fiscal  1990.  Starting  in  1992,  these  funds 
may  be  withheld  if  Montana  does  not  amend  its  laws  currently  providing 
that  interest  earned  on  the  license  accounts  Is  deposited  Into  the  general 
fund.  Federal  regulations  now  requires  that  all  revenue  from  fishing  and 
him  ting  licenses,  Including  Interest  earned,  must  be  used  for  fish  and 
wildlife  resource  management. 

Background 

A  U.S.  Fish  and  Wildlife  Service  regulation  requiring  states  to  use 
revenue  from  hunting  juid  fishing  licenses  for  fish  and  wildlife  resource 
management  as  a  condition  to  remain  eligible  to  receive  PIttman- Robertson 
and  Dingell- Johnson  funds  became  effective  on  May  17,  1989. 
Specifically,  the  rule  states  that  states  must  prevent  diversions  of  license 
fees  derived  from  fishermen  and  hunters  to  any  purpose  other  than  the 
administration  of  the  state  game  and  fish  department.  The  federal 
regulation  defines  revenues  to  Include  interest  earned  on  license  fees  suid 
the   rent   or   sale  of  property  purchased  with  license   funds.      Recognizing 
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that  some  states  may  need  time  to  enact  le^slation  to  meet  this  new 
requirement,  the  regulation  allows  a  three -year  grace  period  (ending  May 
17,   1992)   to  come  into  compliance. 

Since  fishing  access  sites  and  wildlife  habitat  areas  have  been 
purchased  with  license  revenue,  any  sale  or  rental  income  from  these 
properties  must  also  be  used  for  the  purpose  of  fish  and  wildlife  resource 
management. 

Although  no  state  has  yet  tested  the  validity  of  this  new  regulation, 
to  avoid  jeopardizing  receipt  of  federal  fish  and  wildlife  funds,  Montana 
must  enact  legislation  which  ensures  that  interest  on  himting  and  fishing 
license  revenue  will  be  used  exclusively  for  fish  and  wildlife  resource 
management. 

Affected    Accounts 

Eight  state  special  revenue  accounts  receive  hunting  and  fishing 
license  revenue.  The  interest  from  these  accounts  is  currently  deposited 
in  the  general  fund.  The  eight  accoiuits  and  fiscal  1990  license  amounts 
are  shown  in  Table  22. 
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Table   22 

1 

State   Special 

Revenue   Accounts                | 

Receiving 

License 

Revenue 

(iMillions) 

Account 

Fiscal 

1990  Receipts 

General  License 

$15,300 

Upland  Game  Bird 

.600 

Fishing  Access  Site 

.400 

River  Restoration 

.070 

Waterfowl  Stamp 

.070 

Mountain  Sheep 

.060 

Moose  Auction 

$.009 

Drawing  Fee 

» 

*  The  drawing  fee  account  is  a  holding  account  where 
funds  for  special  license  drawings  are  held  until  the 
drawings.      Refunds,   less  a  handling  fee,   are  given  to 
those  individuals  who  do  not  get  a  license  in  the 
drawing . 

The  interest  earned  on  the  accoiuits  is  dependent  upon  the  balances 
available  for  investment  and  the  projected  interest  rates.  In  January 
1990,  the  department  estimated  that  if  license  fees  remain  at  current 
levels,   annual  interest  income  will  be  $300,000  during  the  next  biennium. 

If  Montana  does  not  redirect  license  revenue,  including  interest,  to 
fish  and  wildlife  activities,  it  stands  to  lose  approximately  $6.6  million 
per  year  of  Pittman- Robertson  and  Dingell- Johnson  funds.  Montana 
currently  utilizes  these  funds  on  a  25  percent  state/75  percent  federal 
match  in  the  fisheries  and  wildlife  programs. 

If  Montana  amends  existing  statutes  to  redirect  interest  on  hunting 
and    fishing    license    revenue,     the    general    fund    revenue    loss    wiU    be 
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partially  offset  by  reimbursement  from  the  state  special  accounts  for  a 
portion  of  the  State- Wide  Cost  Allocation  Plan  (SWCAP).  State  special 
revenue  accounts  which  receive  interest  are  included  in  the  SWCAP. 

The  department  estimates  that  the  hunting  and  fishing  license 
accounts  will  reimburse  the  general  fund  approximately  $50,000  per  year. 
Therefore,  the  net  loss  to  the  general  fund  will  be  approximately 
$250,000  annually  and  net  interest  credited  to  the  General  License 
Account  will  be  $250,000  annually. 

ISSUES    FACING    THE    1991    LEGISLATURE 

The  1991  legislature  will  be  considering  the  department's  budget 
request  for  the  1993  biennium.  If  requested  program  expansions  are 
approved,  the  General  License  Account  could  face  a  deficit  by  fiscal 
1994.  To  address  a  deficit,  the  legislature  may  consider  increasing 
revenue  by  increasing  license  fees  and/or  quotas  or  by  de- earmarking 
revenue  currently  allocated  for  special  programs.  If  requested  program 
expansions  are  not  approved,  the  account  can  support  current  level 
programs,  adjusted  for  5  percent  inflation  and  4  percent  annual  pay  plan 
increases,   through  fiscal  1995. 

To  comply  with  federal  regtdations  and  to  assure  continued  federal 
funding,  changes  In  Montana  statutes  are  needed  by  fiscal  1992  to 
redirect  interest  on  license  revenue  from  the  general  fund. 
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STATE  OF  MONTANA 


Offics  of  tfi£.  J^egtiCatifjE    '\}ii.ca[  c:/fnaLLfi.t 


TERESA  OLCOTTCOHEA 
LEGISLATIVE  FISCAL  ANALYST 


STATE  CAPITOL 
HELENA.  MONTANA  59620 

406/444-2986 


October  2,    1990 


TO: 
FROM: 


Legislative  Finance  Committee 


Roger  Lloyd 

Associate  Fiscal  Analyst 


of^ 


SUBJECT:      Department  of  Fish,  Wildlife,  and  Parks'  Canyon  Ferry  Reporting 
Requirement 


The  1989  legislature  appropriated  $275,500  of  state  special  revenue  in 
the  1991  biennium  to  be  expended  for  operations  and  maintenance  of  the 
Canyon  Ferry  Recreation  Area.  The  area  is  managed  by  the  department  but 
owned  by  the  federal  Bureau  of  Reclamation.  Canyon  Ferry  is  the  most 
heavily  used  park  in  th^  Montana  park  system  with  visitation  estimates 
ranging  from  fiOO.OOO  to  750,000  visitors  annually.  There  is  divided 
legislative  and  public  opinion  as  to  whether  or  not  Canyon  Ferry  should  be 
returned  to   the  federal  government. 

Due   to   the  interest  expressed  over  this  park,    the   1989  legislature  in 

House  Pill  100  Toquired  that  the  department  report  to  the  Legislative  Finance 

Committee    on    the    income    earned    and    expenditures    made    to    operate    and 

maintain  Canyon  Ferry  Recreation  Area  for  fiscal  1990.     The  department  has 

provided     the     attached     one     page     report,      which     shows     the     following 

expenditures  for  fiscal   1990: 

Earned  Revenue  $189,409 

Operations/Maintenance  $260 ,  764 

Management   Planning  $150,000 

Capital  Improvements  $369,666 


Table   1   provides   more   detail   on    the   sources   of   the   earned   revenue, 
operating  expenditures,    and  funding. 


TABLE    1 

1 

Earned    Revenue,    Expenditures    and    Funding              | 

Fiscal    1990 

Earned  Revenue 

Source                           Revenue 

Expenditures 

Cabin   Leases                    $104,840 

Expenditures 

Camping  Fees                       39,626 

Personal   Services 

$142,100 

Entrance  Fees                      33,981 

Operating 

117,278 

Concessions                             2,941 

Equipment 

1,388 

Special  Permits                      2,245 

TOTAL 

$260,765 

Other                                          5,776 

Funding 

State  Parks  Misc. 

$135,181 

Motorboat  Fuel  Tax 

125,584 

TOTAL                                 $189,409 

TOTAL 

$260,765 

The  earned  revenue  from  Canyon  Ferry  is  deposited  into  the  State 
Parks'  miscellaneous  account.  Note  the  table  shows  that  the  operating 
expenditures  for  Canyon  Ferry  from  this  account  are  $54,228  less  than  the 
earned  revenues  generated  from  the  Canyon  Ferry  resources.  The  balance 
of  these  operating  expenditures  is  funded  by  the  motorboat  fuel  tax. 

The  management  planning  expenditure,  which  is  still  in  progress,  is 
for  a  contract  to  study  the  infrastructure  needs  of  the  area  and  to  conduct 
fisheries,  wildlife  and  recreation  analyses.  Funding  is  100  percent  federal 
(Bureau  of  Reclamation). 

The  capital  improvements  expenditures,  which  are  still  ongoing,  are  for 
site  improvements,  primarily  at  the  Silos  Recreation  Site  on  the  west  side 
of  Canyon  Ferry  Lake  near  Townsend.      Funding  is  shown  in  Table  2. 


^^" 

^a^ma 

TABLE 

2 

Capital    Iinpro^ 

einents 

Funding 

Source 

Funding 

Dingell- Johnson 

$150,250 

Bureau  of  Reclamation 

80,000 

Earned  Revenue 

54,833 

General  License  Account 

50,000 

Land  Trust 

27,583                  1 

TOTAL 

$362,666                  1 

# 


RLl :  nm :  LFC9-28 .  mem 


cM€nitfttia*DepartnieJit 

^j  iECEfVFl 

"FisfifWUdlj^e  CBl  "ParH^       s  ^  n  1990 


LEGISLATIVE 
■"AL  ANALYc- 

Helena,  Montana   59620 
September  13,  1990 

Ms.  Terry  Cohea 
Legislative  Fiscal  Analyst 
Room  105,  State  Capitol 
Helena,  MT    59620 

Dear  Ms.  Cohea: 

The  1989  Legislature  in  House  Bill  100  mandated  our  department  to 
report  our  earned  income  and  our  expenses  for  the  operation  and 
maintenance  of  Canyon  Ferry  State  Recreation  Area  for  fiscal  year 
1990. 


Budgeted 
$    275,500 


Expended 
$  260,764.39 


Earned  Revenue 


$  189,409.46 


Although  the  Legislature  did  not  mandate  it,  it  is  worthy  to  note 
that  also  in  1990  our  department  is  spending  $150,000  for 
management  planning  of  the  Canyon  Ferry  State  Recreation  and 
$330,000  in  capital  improvements. 

If  I  can  be  of  further  assistance  to  you,  please  feel  free  to  get 
in  contact  with  me  at  444-3750. 

Regards, 


Doug  Monger 

Assistant  Administrator 

Parks  Division 

cc:   Dave  Mott 
Sue  Daly 


9 


of 
Visti/WtUUife  <&  VarH^ 


Helena,  MT   59620 
October  3,  1990 

Teresa  Olcott  Cohea 
Legislative  Fiscal  Analyst 
Helena,  MT  59620 

Dear  Ms.  Cohea: 

Thank  you  for  the  opportunity  to  comment  on  the  draft  General 
License  Account  Report  prepared  by  your  office.  I  appreciate  the 
time  and  effort  you  allocated  to  our  agency  through  the  preparation 
of  this  report.  Fish,  Wildlife  &  Parks  supports  the  findings  and 
conclusions  of  most  of  the  report,  but  would  like  to  offer  the 
committee  the  following  points  of  clarification  on  the  executive 
summary  and  related  report  sections: 

While  Projection  1  provides  baseline  data  for  legislative 
consideration,  our  department  questions  the  practicality  of 
considering  a  projection  over  a  4-year  timeframe  that  includes  no 
salary  increases,  no  inflationary  adjustments,  no  growth  and 
program  reduction.  You  are  correct  that  our  general  license 
account  would  be  solvent  in  1995  if  those  assumptions  were 
implemented,  but  services  would  be  reduced  from  existing  levels. 

Our  department  also  has  concerns  with  the  manner  in  which 
Projection  2  characterizes  current  level  services.  The  report 
concludes  that  our  funding  is  solvent  until  1995  if  the  legislature 
does  not  fund  program  expansions  and  maintains  current  levels  of 
service  to  the  public.  Included  in  the  computation  of  program 
expansions  (for  both  Projections  1  and  2)  is  $1.1  million  and  11 
FTE '  s  of  "report  back"  items  that  were  approved  by  the  1989 
Legislature  and  are  currently  in  place  and  benefiting  the  sporting 
public.  Consequently,  Projection  2  actually  represents  procrram 
cuts  and  results  in  a  downsized  agency  with  fewer  current  services 
provided  to  our  customers. 

The  report  also  mentions  the  department's  policy  of  maintaining  a 
$2  million  cash  balance  throughout  the  fiscal  year,  and  suggests 
that  a  lower  balance  may  be  possible.  Our  department  has  for  many 
years  continued  the  policy  of  maintaining  a  $2  million  cash  balance 
in  fiscal  projections.  This  balance  represents  about  12%  of  our 
annual  expenditures,  or  a  45  day  cash  reserve.  Following  are 
several  reasons  for  our  policy: 
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— The  general  license  account  has  only  one  source  of  revenue: 
hunting  and  fishing  license  sales.  The  account  does  not  have 
a  broad  base  like  the  state's  general  fund.  Should  any  event 
disrupt  our  license  sales  (court  decisions,  environmental 
changes  such  as  drought  or  fires,  anti-hunting  groups,  etc.), 
cash  balances  will  be  necessary  to  allow  time  for  our  agency 
to  react  to  the  circumstances. 

— During  fiscal  year  1990,  the  general  license  account 
averaged  $800,000  of  loans  to  other  state  and  federal  accounts 
administered  within  the  agency.  The  $2  million  balance 
assists  in  balancing  short-term  cash  flow  problems. 

— Draft  federal  regulations  allow  states  to  maintain  a  60  day 
cash  flow  in  similar  type  service  accounts  involving  federal 
programs.  This  rule  would  allow  our  department  to  carry  a 
balance  of  $2.6  million. 

— Your  report  indicates  that  over  the  past  several  years 
expenditures  exceeded  revenues.  The  long  term  solution  is  to 
either  increase  revenues  or  reduce  expenditures.  Therefore, 
securing  interentity  loans  from  the  general  fund  as  an  option 
to  solve  our  cash  flow  problems  is  not  appropriate  in  our 
circumstance. 

The  report  mentions  the  department  did  not  include  in  its  revenue 
projections  the  interest  earnings  on  cash  balances  resulting  from 
new  federal  regulations.  However,  until  the  legislature  acts, 
these  revenues  will  continue  to  be  deposited  into  the  general  fund. 

If  you  or  any  member  of  the  committee  have  questions  on  our 
response,  feel  free  to  call  me  at  444-3186. 

Thank  you. 

Sincerely, 


K.  L.  Cool 
Director 
KLC/sa 
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